16   Sickness in Small Scale Industrial Sector

However, Dhar and Lydall have expressed their doubt
as to the economy in the use of capital in small-scale industries.
In their own words "these small factories are actually capital
intensive i.e., use more capital per unit of output than the
large factories".4 But many studies have revealed that the
employment potential per unit of capital is more in small-scale
industrial units than in large ones. According to the Bhat
Committee, the employment generating capacity of small-scale
industrial units as reflected in the employment generation per
fixed capital was about seven times higher than that of large
undertakings. The value added by manufacture per unit of fixed
capital of small units was over three times that of large units.5

Small-scale industrial units can be dispersed and spread
to remote rural areas of the country. This will enable us to
reduce regional imbalances on the one hand and concentration of
industries only in some areas on the other, both of which are
responsible for many economic evils and political strains.

Small units do not require high managerial skills to start
them. Any person with common sense and some knowledge
of operation of a company can manage a small plant.0

Thus, it is clear that the small-scale industrial units are
necessary to increase the supply of consumer goods, employ-
ment opportunities, raise per capita income and living standards,
promote capital formation, develop indigenous enterprise and
skills, decentralise manufacturing activity and reduce regional
imbalances and concentration of economic power:

Small-scale industries have made steady progress during
recent years. The good performance of small-scale industries
is evident from their number, production, employment and
foreign exchange earnings. Small-scale industries share in the
total production and the number of persons employed in them
shows a notable growth. Their share in the export sector also
increased which indicates that this sector was growing fast and
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